A  MEMORANDUM  SUBMITTED  FEB.,  1917,  TO  THE 
RECONSTRUCTION  COMMITTEE  APPOINTED  BY 

H.M.  GOVERNMENT. 


I.  In  submitting  this  Memorandum  on  behalf  of  the  Labour  Co-partnership 
Association,  we  would  state  first  that  the  Association  is  purely  a  propagandist 
body,  whose  object  is  to  establish  an  organization  of  industry  in  which  all  those 
engaged  share  in  the  profits,  capital,  control,  and  responsibility.  Originally  the 
Association  was  formed  to  work  within  the  co-operative  movement,  and  especially 
to  promote  Co-partnership  in  the  productive  enterprises  of  that  movement. 
Co-partnership  in  the  co-operative  movement  is,  however,  not  the  subject  of  the 
present  Memorandum,  the  purpose  of  which  is  to  put  forward  the  Co-partnership 
system  as  applicable,  and  indeed  already  applied,  in  the  great  industries  of  the 
country  :  and  to  advocate  it  as  an  element  in  the  future  industrial  peace  and  in 
post-war  reconstruction. 

II.  It  has  become  almost  a  commonplace  that  when  the  men  who  have  been 
fighting  return  to  civil  life,  something  must  be  done  to  maintain  in  industry  the 
trench  spirit;  the  spirit  of  united  interest  and  united  purpose  binding  together 
all  ranks;  the  spirit  of  leadership,  of  responsibility  and  of  trust;  and  all  these 
resulting  in  harmonious  and  successful  working  together.  We  submit  that  this 
spirit  cannot  be  established  in  industry  while  one  element  in  production,  namely, 
the  capital  owning  element,  wholly  absorbs  the  profit  of  industry.  Such  a  system 
must  produce  suspicions  of  exploitation  on  the  one  hand,  and  of  shirking  on  the 
other;  and  even  if  it  does  not  in  reality  produce  these  evils,  it  must,  in  any  case, 
produce  constant  friction  and  misunderstanding.  It  is  not  too  much  to  say 
that  under  the  present  system  the  apparent  interest  of  the  employing  classes  is 
limited  to  getting  the  utmost  possible  out  of  labour  and  the  consumer,  while  the 
apparent  interest  of  the  great  majority  of  the  employees  is  limited  to  doing  as  little 
as  possible  and  getting  the  highest  wages.  It  is  greatly  to  the  credit  of  human 
nature  that  such  a  system  has  not  produced  all  the  evil  consequences  that  might 
have  been  expected  of  it. 

III.  As  an  alternative  to  the  present  industrial  system  it  is  sometimes  sug¬ 
gested  that  the  industries  of  the  country  could,  with  advantage,  be  owned  and  run 
by  the  State,  being  organized,  like  a  great  army,  from  the  centre.  To  us  it  seems 
that  such  a  system  would  fail,  because  no  one  would  have  any  direct  interest  in 
economy  :  no  one  would  be  responsible  for  inefficiency,  in  the  sense  of  suffering 
direct  loss :  there  would  be  no  local  or  decentralized  initiative :  it  would  be 
wasteful :  and  it  would  be  demoralizing  and  deadening,  because  it  would  not 
stimulate  the  great  mass  of  people  to  put  forth  their  best  exertions.  It  is  im¬ 
possible  to  expect  from  such  an  organization  that  steady  progress  in  economical 
production  on  which  depends  the  hope  of  a  great  improvement  in  the  material 
condition  of  the  mass  of  people. 

IV.  The  industrial  ideal  which  we  set  before  us  is  rather  that  of  a  decentralized 
system  in  which  each  factory  or  worshop  —  or  at  least  each  industrial  company 
or  association  comprising  several  factories  or  workshops — is  run  in  the  interest 
not  of  a  few  owners,  but  of  the  whole  of  those  concerned  in  the  work  of  the 
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factory  or  workshop,  whether  as  providers  of  capital,  providers  of  labour 
consumers  of  the  produce.  Such  factories,  workshops,  and  other  industries  must, 
of  course,  be  subject  to  such  central  control  as  experience  has  shown,  or  shall 
hereafter  show  to  be .  necessary  in  the  common  interest :  for  instance,  to  factory 
laws,  to  laws  as  to  health  insurance  and  other  insurance,  and  to  recognized  trade 
union  regulations;  but  subject  to  this  we  desire  to  see  the  units  to  a  large  extent 
independent,  self-controlled,  bearing  a  full  responsibility  for  profit  and  for  loss, 
for  success,  or  for  failure,  and  therefore  enjoying  complete  initiative;  and  we 
desire  to  see  these  advantages  and  responsibilities  shared  in  by  every  worker  of 
character  and  industry  in  his  degree. 


V.  The  present  system  of  industry  does,  indeed,  give  us  a  system  of  units  Defect  of  Joint 
which  are  independent,  self-controlled,  bearing  full  responsibility,  and  enjoying  Stock  System, 
full  initiative;  but  the  responsibility,  the  profit,  the  loss,  the  initiative,  are  con¬ 
fined  to  the  owner  or  owners  and  a  few  paid  agents.  These  constitute  a  very 
limited  section  of  the  community,  and  many  of  them  are  merely  shareholders 
completely  outside  the  working  organization,  and  only  interested  in  the  money 
profit  divided  on  the  shares.  Our  ideal  (we  do  not  suggest  that  it  is  immediately  M  .  f 
capable  of  full  realization)  is  that  every  worker  should  be  interested  in  the  profit,  co-partnership, 
and  should  become  a  part  owner  of  the  capital.  He  would  thus  have  the  interest 
of  a  shareholder,  besides  the  interest  of  a  worker -whose  daily  bread  is  derived  from  ■ 
the  wages  which  the  industry  yields  him.  As  a  practical  measure,  we  propose  that 
after  payment  of  a  certain  limited  profit  on  shares,  a  part  of  the  remaining 
profit  of  the  industry  should  be  divided  among  the  workers  as  a  dividend  on 
their  wages;  secondly,  that  the  share  of  profit  so  paid  to  labour  should  be  accumu¬ 
lated  in  the  capital  of  the  Company,  so  as  to  make  the  worker  a  shareholder;  and 
thirdly,  that  when  he  becomes  a  shareholder,  he  should  enjoy,  like  any  other 
shareholder,  a  part  of  the  ultimate  control  over  the  business,  and  bear,  like  any 
other  shareholder,  a  proportion  of  loss  corresponding  to  his  proportion  of  capital. 


VI.  If  the  spirit  of  the  idea  be  accepted,  practical  experience  shows  that 
without  necessarily  adopting  the  principle  in  its  ideal  form,  there  are  various 
methods  by  which  it  can  be  approached  in  practice.  We  desire,  therefore,  to  call 
attention  to  the  successful  working  of  the  system — more  or  less  modified,  and  more 
or  less  fully  applied — in  many  large  industrial  enterprises,  both  in  this  and  in  other 
countries.  Detailed  examples  and  statistics  of  these  are  given  in  an  appendix  to 
this  Memorandum. 
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VII.  Here  it  is  perhaps  sufficient  to  point  out  that  co-partnership  is  at 
work  in  some  thirty-eight  of  the  Joint  Stock  Gas  Companies  of  this  country 
with  combined  capital  of  over  ^55,000,000  :  indeed,  it  is  not  too  much  to  say 
that  co-partnership  has  become  the  more  usual  method  of  carrying  on  the  larger 
Joint  Stock  Gas  Companies  in  this  country.  For  example,  in  London  of  the 
eleven  gas  companies,  six  practise  co-partnership,  but  these  six  have  forty  times  as 
much  capital  and  produce  thirty-four  times  as  much  gas  as  the  other  five,  and  all 
sell  it  at  a  cheaper  rate.  The  system  was  first  introduced  in  the  form  of  simple  profit- 
sharing  in  the  South  Metropolitan  Gas  Company  in  the  year  1889.  It  was  raised 
shortly  afterwards  to  full  co-partnership  by  arrangements  for  accumulating  the 
worker’s  share  of  profit  in  the  capital  of  the  business;  and  later  arrangements  were 
made  for  the  working  members  to  elect  three  out  of  the  ten  directors  of  the  Com¬ 
pany.  The  first  introduction  of  profit-sharing  into  this  Company  was,  as  is  well 
known,  followed  by  a  great  strike,  by  which  the  trade  union  sought  to  prevent  the 
application  of  the  system  to  its  members,  though  saying  that  it  had  no  objection  to 
the  principle  of  profit-sharing  if  applied  under  approved  conditions.  That,  how¬ 
ever,  was  about  twenty-eight  years  ago,  and  there  has  never  been  any  trouble  with 
labour  in  that  Company  since.  For  many  years  past  the  employees  of  the 
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Company  have  been  perfectly  at  liberty  to  join  any  trade  unions  they  like.  The 
relations  of  capital  and  labour  have  been,  and  are,  of  the  most  cordial  description, 
and  during  the  present  war  especially,  many  changes  which  might  have  been  the 
cause  of  friction  have  been  brought  about  with  great  ease  and  smoothness.  Further 
details  of  these  matters  will  be  found  in  the  Appendix. 

VIII.  Four  years  after  the  South  Metropolitan  Gas  Company  had  introduced 
co-partnership,  it  was  adopted  by  the  South  Suburban  Gas  Company  (then  called 
the  Crystal  Palace  Gas  Company),  and  seven  ye.ars  later  by  the  Commercial  Gas 
Company,  and  by  the  Chester  Gas  Company.  Since  the  year  1907  no  less  than 
thirty-five  other  Gas  Companies  have  adopted  the  system.  Only  one  is  known 
to  have  abandoned  it,  and  this  was  after  so  short  a  trial  as  to  be  altogether 
inconclusive. 

IX.  It  is  sometimes  argued  that  co-partnership  can  be  more  readily  applied  to 
Gas  Works  than  to  ordinary  industries,  which  enjoy  no  monopoly,  and  are  much 
more  subject  to  changes  of  fashion,  prices,  and  conditions.  As  a  matter  of  fact, 
Gas  Companies  claim  that  they  have  very  little  in  the  nature  of  monopoly, 
because  they  have  to  meet  the  competition  of  oil  and  electricity,  while  the  great 
fluctuations  in  the  price  of  coal  and  residuals  by  no  means  gives  them  constant  con¬ 
ditions.  At  any  rate,  whatever  substance  there  is  in  the  argument  may  be  met  by 
taking  instances  of  successful  co-partnership  in  trades  subject  to  all  the  changes  of 
fashion,  and  to  ordinary  commercial  competition.  In  the  Appendix,  therefore,  we 
give  details  of  co-partnership  in  the  works  of  Messrs.  J.,  T.  &  J.  Taylor  Ltd.,  of 
Batley,  a  firm  making  not  only  cloth  for  men’s  wear,  but  very  largely  ladies’ 
dress  materials,  and  therefore  engaged  in  an  industry  subject  to  the  most  extreme 
variation  of  fashion.  The  Appendix  shows  how  remarkably  successful  co-part¬ 
nership  has  been  in  this  firm,  so  much  so  that  the  workers  now  own  half  of  the 
share  capital  of  the  business  and  enjoy,  either  as  dividend  on  their  wages  or 
dividend  on  their  shares,  over  two-thirds  of  the  profit  earned.  It  should, 
however,  be  noted,  that  while  this  is  one  of  the  most  fully-developed  examples  of 
co-partnership  in  the  above  respects,  the  holders  of  the  bonus  shares  do  not  possess 
a  right  to  vote  at  the  shareholders’  meetings. 

X.  The  next  instance — that  of  Messrs.  Lever  Bros.  Ltd. — is  also  one  of  a 
firm  engaged  in  a  competitive  industry.  Co-partnership  in  this  immense  business 
has  many  special  features  :  the  chief  of  these  are  that  an  employee  to  become  a  co¬ 
partner  must  receive  a  recommendation  from  the  heads  of  his  department  after  so 
many  years’  service  :  that  thereafter  he  receives  profit-sharing  certificates  annually, 
usually  amounting  to  from  10  per  cent,  to  15  per  cent,  on  his  wages  :  that  these 
certificates  accumulate  year  by  year,  and  bring  in  an  income  to  the  employee  during 
his  life,  and  to  a  less  amount  to  his  widow  after  his  death. 

XI.  Another  celebrated  firm,  that  of  Sir  W.  G.  Armstrong,  Whitworth  & 
Co.  Ltd.,  affords  an  example  of  profit-sharing  combined  with  the  investment  of 
capital,  which  does  not,  however,  amount  to  full  co-partnership.  In  this  case  the 
workers  can  make  weekly  deposits  with  the  company  of  sums  over  is.,  but  not 
more  than  £1,  with  a  maximum  of  £ 200  deposited.  The  staff  may  make 
weekly  deposits  not  above  £2,  nor  amounting  in  all  to  more  than  AA00-  These 
deposits  are  guaranteed  a  fixed  interest  of  4  per  cent.,  but  receive  in  addition 
a  bonus,  bringing  the  total  interest  to  half-way  between  4  per  cent,  and  the 
rate  paid  on  ordinary  shares,  with  a  maximum  of  10  per  cent. 

XII.  The  Government  Report  on  Profit-sharing  and  Co-partnership, 
Cd.  6496,  19 12,  gives  details  of  one  hundred  and  thirty-three  examples  of  co-part¬ 
nership  and  profit-sharing  in  this  country  in  a  great  variety  of  industries,  apart 
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altogether  from  co-partnership  businesses  within  the  co-operative  movement.  A 
study  of  it  shows  how  difficult  it  is  to  draw  the  exact  line  at  which  simple  profit- 
sharing  passes  into  co-partnership.  It  shows  also,  as  the  report  itself  is  careful  to 
point  out,  that  of  late  years  the  tendency  has  been  very  marked  for  the  proportion 
of  full  co-partnership  experiments  to  increase  in  comparison  with  the  number  of 
those  which  go  no  further  than  profit-sharing. 

****** 


XIII.  It  is  not  only  in  this  country  that  important  examples  are  to  be 
found;  on  the  contrary,  almost  every  country  yields  instances.  In  France 
the  two  most  celebrated  cases  are  those  of  Leclaire’s  house-painting  business  in 
Paris,  and  of  the  iron  foundry  known  as  the  Familistere,  at  Guise.  These 
two  large  businesses  are  described  in  the  Appendix.  Leclaire’s  business  became 
a  thorough  example  of  co-partnership  between  himself  and  his  employees, 
and  has  continued  on  the  same  lines  since  his  death,  the  place  of  the  original 
employer  now  being  occupied  partly  by  the  managing  partners  (who  are  elected 
when  a  vacancy  occurs),  and  partly  by  the  Provident  Fund  of  the  workmen. 
Much  the  same  is  true  of  the  Familistere,  but  there  co-partnership  has  been 
carried  even  further  than  at  Leclaire’s.  In  the  United  States  the  business  of  the 
N.  O.  Nelson  Manufacturing  Company,  of  St.  Louis,  is  a  fine  example  of  co¬ 
partnership  founded  in  imitation  of  the  two  great  French  examples,  but 
distinguished  by  the  fact  that  the  customers  have  been  brought  in  as  a 
third  partner  with  capital  and  labour.  Many  other  examples  in  France,  the 
United  States  and  other  foreign  countries  might  be  given :  it  is  sufficient, 
perhaps,  to  draw  attention  to  a  specially  American  form  of  co-partnership  which 
does  not  begin  with  profit-sharing  in  the  ordinary  sense,  but  begins  by  offering 
handsome  inducements  to  the  workers  to  take  up  shares  in  the  business  employing 
them.  A  good  example  of  such  a  system,  given  in  the  Appendix,  is  the  case 
of  Messrs.  Procter  &  Gamble.  It  is  possible,  however,  that  the  system  in  this 
form  is  not  suitable  for  adoption  under  English  conditions. 

XIV.  Our  contention  is  that  the  instances  of  successful  co-partnership  war¬ 
rant  us  in  asserting  that  it  is  applicable  in  various  forms  to  a  great  variety  of  trades. 
We  have  seen  it  applied  on  a  very  large  scale  to  Joint  Stock  Gas  Companies,  and  in 
important  instances  to  other  trades  and  industries  carried  on  by  Limited  Liability 
Companies.  There  are  instances  of  profit-sharing  if  not  full  co-partnership  being 
applied  to  municipal  undertakings  also.  These  also  are  given  in  the  Appendix. 
Though  not  numerous,  they  are  sufficient  to  prove  that  there  is  nothing  to  prevent 
such  municipal  undertakings  giving  the  workers  a  direct  interest  in  successful 
management.  Neither  is  there  anything  to  prevent  the  workers  in  municipal 
enterprises  enjoying  by  means  of  a  council  or  committee  some  voice  in  the  con¬ 
trol  of  the  conditions  under  which  they  work.  These  two  things  constitute  the 
simplest  and  most  important  elements  in  co-partnership. 

XV.  It  would  be  pedantic  to  say  that  co-partnership  is  applicable  to  every 
business.  There  are  small  businesses  where  the  necessary  book-keeping  is  not  done. 
There  are  larger  private  businesses  where  there  are  no  shares,  and  no  limited 
liability :  in  these  shareholding  in  the  ordinary  sense  could  not  be  introduced, 
though  the  workers  might  well  enjoy  profit  sharing,  and  contribute  loan  capital 
at  a  rate  of  interest  fluctuating  with  the  profit  of  the  business.  There  are 
businesses  established  to  develop  new  patents,  where  the  risk  is  very  great.  There 
are,  no  doubt,  certain  employers,  who,  though  capable  of  doing  valuable  service 
to  the  country,  are  by  temperament  unsuited  to  work  in  double  harness.  There 
is,  perhaps,  a  proportion  of  workmen  of  such  an  improvident  temperament  as  to 
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render  them  unsuited  to  take  any  part  as  shareholders  in  a  business.  But  when 
every  possible  allowance  has  been  made  for  such  exceptions,  we  submit  that  co¬ 
partnership  in  some  one  of  its  forms  is  applicable  to  the  great  mass  of  the  workers 
employed  in  industries  carried  on  with  limited  liability. 

XVI.  It  is  sometimes  said  that  the  system  may  be  very  suitable  for  small  busi¬ 
nesses,  but  not  for  large.  Experience  shows  that  this  is  not  so.  It  is  precisely 
in  large  businesses  that  co-partnership  is  most  readily  introduced,  and  produces 
its  best  effects.  In  small  businesses  the  personal  touch  already  exists :  in  larger 
businesses  it  does  not;  the  value  is  therefore  all  the  greater  of  a  system  which 
provides  by  other  means  the  feeling  of  common  interest,  of  fair  play,  and  a  chance 
for  all. 

XVII.  At  this  point  it  is  necessary  to  deal  with  two  very  important  considera¬ 
tions.  First,  as  to  the  attitude  of  organized  labour  towards  co-partnership;  and 
secondly,  as  to  the  interests  of  the  consumer  under  such  a  system.  As  to  the  former 
the  following  statement  has  been  drawn  up  by  a  well-known  trade  unionist,  and  is 
adopted  by  us  as  defining  our  attitude  : 

XVIII.  “  It  may  be  safely  affirmed  that  amongst  thoughtful  workmen  the 
wage  system  is  felt  to  be  inadequate  to  satisfy  their  desires  for  a  higher  industrial 
standard.  The  labour  problem  is  more  than  a  question  of  hours  and  wages. 
Some  changes  in  the  immediate  future  are  inevitable,  and  any  attempt  to  adhere 
to  the  old  order  in  its  entirety  is  doomed  to  failure,  and  may  have  serious 
consequences.  Employers  must  be  prepared  to  abandon  the  untenable  position  of 
proprietorship  for  that  of  equal  parties  to  a  contract.  Industrial  relations  must 
move  towards  partnership  in  some  form  or  degree. 

XIX.  “  So  far  trade  unionists  have  not,  to  any  great  extent,  given  serious 
consideration  to  co-partnership  as  a  method  of  adjustment.  Apart  from  suspicion  and 
prejudice,  their  reply  to  its  advocates  has  largely  been  summed  up  in  the  question — 
Why  not  absorb  any  additional  profit  there  may  be  by  an  increase  in  wages? 
The  answer  to  this  is  obvious.  Wage  rates  have  to  be  fixed  before  the  product  is 
realized,  which  means  that  a  margin  will  be  left  to  meet  various  contingencies. 
That  margin  can  be  utilized  wisely  and  with  good  effect  by  co-partnership.  It 
affords  a  means  of  regulating  remuneration,  which  would  get  over  some  of  the 
real  difficulties  now  experienced  in  concluding  wage  agreements.  Representatives 
of  each  side  would  be  freer  to  make  settlements  if  there  were  an  assurance  of  an 
automatic  allocation  of  a  portion  of  the  Profit  Fund  at  the  end  of  each  half-year 
or  year  as  the  case  might  be.  But  this  is  not  the  real  claim  of  co-partnership. 
It  is  that  the  worker  is  entitled  to  more  than  his  wages.  He  should  have  a  share  in 
the  whole  product  of  the  concern  in  which  he  is  engaged,  and,  carried  to  its  full 
development,  participate  in  its  gains  and  losses.  Without  this  it  is  futile  to  talk 
about  industrial  democracy.  Partnership  involves  more  than  taking  profits;  it 
means  taking  responsibilities  as  well.  But,  of  course,  this  is  the  goal,  and  can  only 
be  reached  by  stages. 

XX.  cc  Co-partnership  to  be  acceptable  to  organized  labour  must  neither  be 
a  substitute  for  trade  unionism  nor  a  rival  of  the  general  industrial  standard.  Men 
must  be  as  free  to  combine  where  it  exists  as  where  it  does  not,  and  all  profits 
shared  must  be  over  and  above  the  rates  of  pay,  and  other  conditions  generally 
observed  in  a  particular  district.  This  is  the  only  foundation  on  which  the 
co-partnership  structure  can  be  raised. 

* 

XXI.  “  In  order  that  a  co-partnership  scheme  shall  be  kept  free  from  the 
suspicion  of  ulterior  motives — a  prolific  source  of  mischief — it  is  desirable  that  it 

5 


Particularly  applicable 
to  large  businesses. 


Attitude  of  organized 
labour. 


Change  from  present 
system  inevitable. 


Argument  as  to 
wages,  and  the 
acceptance  of 
responsibility. 


Freedom  of 
combination. 


Acceptance  by 
mutual  agreement. 


should  be  submitted  to  a  joint  committee  of  employers  and  employed,  the  latter 
being  free  to  call  in  trade  union  officials  as  advisers.  Anything  of  the  nature  of 
coercion  is  fatal  to  the  healthy  growth  of  the  co-partnership  idea,  which  can  only 
come  to  fruition  in  an  atmosphere  of  goodwill. 

XXII.  “  It  seems  pretty  certain  that  there  will  be  an  advance  in  the  direction 
of  participation  of  labour  in  domains  hitherto  considered  outside  the  sphere  of  in¬ 
fluence  of  trade  unions.  Some  form  of  joint  control  of  what  may  be  conveniently 
called  the  human  side  of  workshop  management  is  almost  sure  to  be  demanded. 
There  is  no  reason  in  the  world  why  Shop  Committees  should  not  play  a  most 
useful  part  in  promoting  a  greater  harmony,  and,  once  widely  established,  their 
scope  could  easily  be  extended.  But  such  an  enlargement  of  the  functions  of 
labour  would  still  leave  the  workers  without  full  industrial  citizenship,  only  to 
be  obtained  by  partnership.” 


*****  -X- 


XXIII.  As  to  the  position  of  the  consumer  under  a  co-partnership  system  of 
industry,  it  is  evident  that  with  limited  liability  it  is  easy  for  the  larger  consumers, 
and  even  for  all,  whether  large  or  small,  who  are  permanent  consumers,  to  receive 
a  share  of  the  profit  of  the  business,  and  to  become  interested  as  shareholders. 
The  case  of  the  N.  O.  Nelson  Manufacturing  Company  has  been  quoted  above  as 
one  where  this  has  been  done.  The  co-operative  productive  societies,  started  by 
English  working  men  on  a  co-partnership  basis,  are  mostly  examples  of  the  con¬ 
sumers  sharing  in  profits  and  capital  equally  with  the  labour  employed.  In  the 
co-partnership  gas  works,  though  the  consumer  is  not  directly  represented,  his 
interests  are  safeguarded  by  the  law;  the  effect  of  the  Parliamentary  sliding  scale 
being  that  the  consumer  receives  automatically  by  far  the  greater  part  of  the 
benefit  resulting  from  any  economy  in  production  :  at  the  same  time  his  interests 
as  to  quality  and  other  matters  are  carefully  safeguarded  by  law.  Indeed, 
throughout  all  industry  the  law  now  steps  in  at  innumerable  points  to  protect  the 
consumer  from  adulteration  and  other  frauds,  and  in  many  cases  from  excessive 
prices.  Where  it  is  possible  for  the  permanent  consumers  to  be  introduced  directly 
as  a  third  party  in  the  business,  that  solution  has  the  great  advantage  of 
simplicity  and  decentralization.  Where  that  is  not  possible  or  sufficient,  there 
seems  no  reason  why  the  State  or  the  municipality,  as  the  representative  of  the 
public,  should  not  in  one  way  or  another  become  a  third  party  in  the  carrying  on 
of  the  business.  We  might  thus  see  railways,  public  utility  services,  coal  mining, 
and  natural  or  statutory  monopolies  of  all  sorts  being  run  by  co-partnerships 
consisting  of  three  elements  :  capital,  labour,  and  a  consuming  public  represented 
by  the  State  or  the  municipality. 

XXIV.  While  we  do  not  in  the  least  desire  to  exclude  such  tripartite  solu¬ 
tions  in  suitable  cases,  we  submit  that  the  urgent  and  immediate  problem  is  to  find 
the  basis  of  a  true  partnership  between  capital  and  labour  which,  by  promoting 
harmony  and  goodwill,  will  promote  economy  and  efficiency,  and  therefore  yield 
a  great  fund  for  the  improvement  of  the  condition  of  the  workers.  This  is  perfectly 
consistent  with  all  proper  precautions  being  taken  to  protect  the  interests  of 
the  consuming  public.  Indeed,  the  promotion  of  efficiency  is  itself  the  surest 
way  to  a  reduction  in  prices,  which  directly  benefits  the  consumer. 

XXV.  The  worker  wants  three  things — a  better  reward  for  his  labour,  more 
security  for  continuous  and  permanent  employment,  and  a  more  independent  posi¬ 
tion.  Co-partnership,  we  believe,  gives  these  in  a  higher  measure  than  any  other 
proposed  method  of  reforming  the  industrial  system.  It  gives  a  share  of  profit  in 
addition  to  wages  :  by  promoting  harmonv  and  profitable  working  it  tends  to 
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produce  regular  and  permanent  employment,  and  it  gives  the  worker  the  rights 
and  status  of  a  shareholder.  Workshop  Committees  naturally  grow  out  of  it  for 
dealing  with  questions  which  would  otherwise  have  to  be  decided  autocratically. 

XXVI.  During  the  last  fifty  years  of  English  history  the  effect  of  the  Joint 
Stock  Acts  has  been  almost  to  transform  the  position  of  the  middle  class.  They  have 
steadily  encouraged  the  accumulation  of  capital  and  its  investment  in  the  industries 
of  the  country;  so  that,  now,  those  industries  are  not  for  the  most  part  carried  on 
as  formerly  by  a  number  of  small  employers  and  a  few  big  employers,  but  by  great 
joint  stock  companies.  In  these  the  middle  classes  have  vast  investments,  so  that 
almost  every  middle  class  family  has  its  share  of  capital  laid  by  as  a  safeguard 
against  the  time  of  old  age  or  trouble,  and  that  capital  is  meanwhile  fructifying  in 
the  industries  of  the  country,  bringing  in  to  its  owners  an  income  depending 
upon  the  success  of  those  industries,  and  giving  them  a  voice  in  the  control  of 
those  industries.  We  believe  that  a  wide  application  of  co-partnership  would 
have  a  similar  effect  upon  the  position  of  working-class  families. 

XXVII.  Experience  shows  that  a  workman  employed  under  a  profit-sharing 
scheme  can  easily,  without  entrenching  upon  his  weekly  wages,  save  the  profit 
coming  to  him,  and  thereby  have  several  hundred  pounds  to  his  credit  by  the 
time  he  is  past  work.  Meanwhile,  if  there  be  not  only  profit-sharing, 
but  complete  co-partnership,  he  has  a  double  interest  in  the  profitableness 
of  his  industry:  first,  as  sharing  profits  on  his  wages;  second,  as  receiving 
a  dividend  on  his  capital;  lastly,  he  has  a  voice  as  a  shareholder  in  the  ultimate 
control  of  the  business.  If  we  imagine  an  extension  of  this  system  to  most  of 
the  great  industries  of  the  country,  it  would,  in  the  course  of  a  single  generation, 
come  about  that  every  working-class  family  of  industry  and  character  would  have 
its  few  hundred  pounds,  or  even  more,  laid  by  against  the  time  of  old  age  or 
trouble,  and  meanwhile  fructifying  in  the  industries  of  the  country,  giving  to 
its  owners  an  additional  interest  in  their  economy  and  success,  and  some  voice  in 
the  conditions  under  which  they  work.  In  other  words,  we  should  have  a  gradual 
transformation  of  industry  from  its  present  autocratic  and  merely  capitalistic  form 
into  a  democratic  and  constitutional  form;  and  this  would  come  about  without  any 
breach  with  the  past,  without  losing  the  services  of  the  present  organizers  of 
industry  trained  to  their  work,  and  in  many  cases,  possessing  very  rare  faculties 
which  make  them  the  natural  captains  of  industry.  We  should  have,  moreover, 
a  system  which,  while  democratic,  would  not  suffer  from  undue  centralization. 

XXVIII.  The  objection  is  sometimes  taken  that  in  order  thus  to  benefit  labour, 
we  are  asking  the  present  owners  of  profit  to  give  up  a  part  of  it  for  the  benefit  of  the 
workers.  Experience  shows  that  this  is  a  misapprehension;  under  a  proper  system 
of  co-partnership,  smooth  working  and  economy  of  the  business  are  so  much  pro¬ 
moted  that  the  increased  profit  allows  something  substantial  for  labour,  without 
yielding  to  capital  less  than  it  would  otherwise  have  got.  In  other  words,  there 
is  under  the  present  system  an  immense  amount  of  wealth  which  is  lost,  either 
because  it  is  never  produced,  or  because  having  been  produced  it  is  wasted  again  by 
some  inefficiency  of  working.  A  typical  instance  illustrating  this  point  is  that  of 
Messrs.  Clarke,  Nicholls  &  Coombs  Ltd.,  which  had  been  earning  up  to  1889  an 
average  of  10  per  cent,  on  its  shares.  It  introduced  then  a  profit  sharing  system 
to  begin  after  the  shares  had  in  future  received  6  per  cent.,  believing  (and  as  the 
event  proved,  believing  rightly)  that  the  extra  earnings  would  allow  capital  to 
receive  the  same  return  as  before,  and  at  the  same  time  leave  a  substantial  amount 
for  distribution  to  the  workers  as  a  dividend  on  their  wages. 

XXIX.  An  exactly  opposite  objection  is  sometimes  taken,  namely,  that  we 
are  asking  the  workers  to  work  harder  and  produce  an  increased  amount  of  wealth, 
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receiving  in  return  only  part  of  that  increase  themselves,  and  leaving  the  remain¬ 
ing  part  as  added  profit  for  capital,  over  and  above  what  it  at  present  receives. 
Everything,  of  course,  depends  upon  the  basis  of  profit-sharing  and  co-partnership 
being  fairly  adjusted  in  its  details;  but  there  is  nothing  inherent  in  profit- 
sharing  to  require  workers  to  do  more  tiring  work  than  at  present.  On  the 
contrary,  the  man  who  has  a  real  interest  in  his  work  is  likely  to  feel  less  tired  at 
the  end  of  the  day  :  the  economy  comes  from  more  intelligent,  more  conscientious 
work,  and  the  avoidance  of  useless  waste. 


XXX.  It  only  remains  to  say  what  steps  we  ask  the  Government  to  take  at  Suggested 
the  present  time -  Government  action. 


First.  We  ask  them  to  express  approval  of  the  system,  and  to  recommend 
it  to  both  employers  and  employed  for  their  consideration  and  adoption;  and 
further,  that  it  be  so  recommended  not  merely  as  a  means  of  added  profit  for  one 
or  both  sides,  but  rather  on  high  mounds  of  public  interest,  and  of  patriotism 
not  inconsistent  with,  but  at  the  same  time  altogether  transcending,  the  other 
considerations. 

Second.  We  ask  that  such  recommendation  should  also  be  addressed  to 
municipal  bodies  carrying  on  public  utility  services. 

Third.  After  such  approval  and  recommendation  we  ask  the  Government 
to  promote  conferences  of  employers  and  trade  union  leaders  in  the  various  trades. 


(1)  Approval  and 

recommendation  for 
ordinary  industries. 


(2)  for  municipal  work. 


(3)  Promotion  of 
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Fourth.  We  do  not  ask  that  any  compulsion  should  be  used  to  enforce  the 
application  of  co-partnership.  We  do,  however,  think  some  considerable  encour¬ 
agement  should  be  given  in  those  cases  where  monopolies  or  other  Parliamentary 
powers  are  sought  and  granted. 

Fifth.  We  ask  that  some  form  of  co-partnership  with  the  labour  employed 
should  be  worked  out  for  those  industries  which  are  carried  on  by  the  Govern¬ 
ment,  or  in  which  the  Government  is  largely  interested.  It  does  not  at  all 
follow  that  because  a  great  industrial  establishment  is  not  run  for  profit  and 
does  not  show  a  profit  and  loss  account,  and  a  dividend,  that  therefore 
co-partnership  is  inapplicable.  Wherever  waste  is  possible  on  the  one  hand,  or 
economy  on  the  other,  labour  may  be  given  a  direct  interest  in  producing  economy 
rather  than  waste;  wherever  workers  receive  the  results  of  such  economy  they  can 
be  encouraged  to  accumulate  rather  than  spend  what  they  receive;  and  wherever 
industry  is  carried  on  those  who  work  may  be  given  some  voice  in  regulating  the 
conditions  under  which  they  work. 
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APPENDIX. 


Gas  Companies. 

Among  the  gas  companies  profit-sharing  and 
co-partnership  have  been  widely  adopted. 

After  the  sliding  scale  was  introduced  to 
harmonize  the  interests  of  the  gas  consumer  and 
the  shareholder,  Sir  George  Livesey  in  1889, 
being  Chairman  of  the  Directors  of  the  South 
Metropolitan  Gas  Company,  brought  labour  into 
this  partnership.  According  to  the  company’s 
scale,  when  gas  cost  3s.  id.  per  1,000  c.  ft.,  the 
shares  could  receive  4  per  cent,  interest,  and  for 
every  id.  that  the  price  of  gas  fell  the  rate  of 
interest  could  rise  by  2s.  8d.  per  £100.  The 
company  arranged  that  for  every  fall  of  is.  in  the 
price  of  gas  below  3s.  id.  a  dividend  on  wages 
should  be  paid  of  f  per  cent.  If  gas  cost  2s.  7d., 
then  capital  might  have  4.8  per  cent,  and  labour 
4^  per  cent.  Practically  all  the  employees,  whether 
permanent  or  winter  workers,  are  co-partners. 
This  means  that  they  have  signed  agreements 
with  the  company  under  which  on  the  one  hand 
they  have  undertaken  to  work  for  the  company 
for  six  or  twelve  months,  as  the  case  may  be ;  and 
on  the  other  hand,  the  company  have  guaranteed 
them  employment  for  the  same  period.  The 
rate  of  wages  is  not  allowed  to  change  to  the 
detriment  of  the  employee  during  the  period  of 
agreement,  and  the  agreement  does  not  prevent 
a  worker  from  leaving  the  employment  of  the 
company  for  any  ordinary  reason,  as,  for 
instance,  for  the  purpose  of  taking  up  better  paid 
work  elsewhere.  Actually  for  the  last  ten  years 
before  the  war,  labour  received  on  the  average 
8.2  per  cent.,  or  four  weeks’  wages.  This  profit 
is  allocated  to  labour  in  the  form  of  shares,  so 
that  every  worker  becomes  a  shareholder,  and  the 
employees  at  the  end  of  1913  held  shares  to  the 
value  of  ^444,392.  The  co-partners  appoint  three 
directors  out  of  the  ten  composing  the  Board. 
There  is  an  elected  Co-partnership  Committee, 
which  looks  after  the  men’s  interests,  arranges 
for  a  Conciliation  Board,  deals  with  social 
matters,  inquires  into  accidents,  takes  care  of  the 
Provident  Fund,  and  during  the  war  it  has  also 
had  charge  of  the  pensions  and  allowances  to  the 
dependents  of  men  who  have  joined  H.M.  forces. 

The  South  Suburban  Gas  Company  started  a 
similar  scheme  four  years  later;  and  twelve  years 
later  two  more,  the  Commercial  Company  and 
the  Chester  Gas  Company,  did  so.  Eight  years 
ago  many  other  companies  followed  suit,  and  in 
1908  the  Gas  Light  and  Coke  Company,  the 
largest  gas  company  in  the  world,  started  its 
scheme.  There  are  now  thirty-eight  gas  com¬ 
panies  wTith  profit-sharing  in  use,  and  more  than 
half  the  capital  invested  in  gas  companies  is 
employed  by  those  using  profit-sharing. 

The  following  table  (see  page  11)  shows  the 
growth  of  the  capital  held  by  the  workers  : 

1903.  1909.  1913.  1915. 

No.  of  companies  5  19  33  38 

Capital  of  workers  £256,591  £528,843  £837,531  £842,284 


Boston  (U.S.A.)  Gas  Company. 

The  Boston  (U.S.A.)  Consolidated  Gas  Com¬ 
pany  has  a  scheme  of  profit-sharing  which  is 
very  similar  to  the  schemes  in  operation  in 
England.  The  company  works  under  a  Sliding 
Scale  Act,  which  fixes  as  the  standard  price  90 
cents  per  1,000  cubic  feet  of  gas,  and  as  standard 
rate  of  interest  7  per  cent.  For  every  reduction 
of  5  cents  below  the  90  cents  the  company  may 
pay  1  per  cent,  additional  dividend.  The  dividend 
on  wages  is  calculated  at  the  same  rate  as  the 
dividends  on  the  company’s  stock,  and  is  credited 
only  to  those  who  have  worked  the  whole  year. 
An  account  is  kept  of  the  dividends  credited  to 
each  man  and  interest  calculated  at  4  per  cent. 
As  soon  as  the  amount  is  sufficient  to  purchase 
one  or  more  preferred  shares,  this  is  bought  in 
the  open  market  and  handed  over  to  the  worker 
as  his  absolute  property,  except  that  if  he  sell  it 
without  the  consent  of  the  directors  he  may  be 
struck  off  the  list  of  profit-sharers  for  a  year  or 
more.  The  company  are  also  ready  to  receive 
additional  deposits  from  workers,  on  which  they 
pay  4  per  cent. 

The  scheme  is  not  extended  to  all  workers,  but 
only  to  a  certain  maximum  number  determined 
from  time  to  time  by  the  directors,  but  in  1911 
there  were  574  profit-sharers  out  of  850  workers, 


roughly  two-thirds. 

Dividends 

on  wages. 

Amount. 

Rate. 

1907 

.  .  £5,206  .. 

7  per  cent 

1908 

•  •  £8.797  •  • 

8  ., 

1909 

•  •  £9,765  •  • 

9 

1910 

.  .  £9,448  •• 

9 

191 1 

•  •  £9.645  •  • 

9 

Total 

. .  £42,861 

With  regard  to  the 

worker  having  a  shar 

the  control,  the  following  is  taken  from  an 
account  of  the  scheme  given  by  the  company  : 

REPRESENTATIVE  OF  EMPLOYEES  ON  BOARDS  OF 
DIRECTORS. 

“  The  logical  extension  of  the  plan  by  which 
employees  secure  an  ownership  in  the  business  is 
to  have  them  represented  on  the  Board  of 
Directors  in  order  that  they  may  have  a  voice  in 
the  management  of  the  company.  Accordingly 
the  company  has  recently  invited  the  nomination 
on  the  part  of  the  profit-sharers  of  a  representa¬ 
tive  of  their  own  selection  to  serve  as  a  director 
of  the  company  during  the  coming  year. 

“  This  plan  has  been  patterned  largely  on  that 
so  satisfactorily  employed  by  some  of  the  London 
companies  where  it  has  proved  eminently  success¬ 
ful.  It  is  believed  that  this  direct  participation  in 
the  management  of  the  company  will  still  further 
serve  as  an  incentive  to  the  employees  to  increase 
their  efficiency.  If  they  feel  that  their  own 
individual  effort  will  result  in  increased  profits  to 
them,  and  that  their  own  interests  are  represented 
on  the  Board  of  Directors  bv  one  of  their  own 
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number,  they  are  bound  to  work  more  cheerfully 
and  effectively.  The  value  to  any  business  of 
increasing  the  intelligent  and  carefully  directed 
effort  on  the  part  of  its  employees  cannot  be  over¬ 
estimated,  and  in  the  case  of  our  company  the 
operation  of  the  profit-sharing  plan  has  been  a 
great  factor  in  effecting  the  desired  result.  We 
believe  that  by  dividing  our  profits  on  the  one 
hand  with  the  public  in  the  form  of  reduced 
prices,  and  on  the  other  hand  with  our  employees 
by  a  dividend  on  their  wages,  we  have  created 
such  a  joint  partnership  among  the  public,  the 


of  the  executive  and  administration  staffs,  earning 
not  more  than  £600  a  year,  are  to  receive  a 
dividend  on  salaries  or  wages  equal  to  the  rate  of 
dividend  paid  to  the  stockholders  of  the  company. 
The  dividend  on  the  stock  of  the  company  is  now 
7  per  cent.,  and  consequently  the  employees,  some 
17,000  in  number,  will  receive  7  per  cent,  upon 
their  wages.  This  means  that  they  will  receive 
^200,000  in  addition  to  wages  and  salaries.  All 
payments  will  be  made  by  cheque,  as  no  arrange¬ 
ments  are  made  in  this  scheme  for  capitalizing  the 
workers’  share  of  profits. 


PARTICULARS  OF  CO-PARTNERSHIP  AND  PROFIT-SHARING  IN  BRITISH  GAS  COMPANIES  AT  DEC.  3IST,  1915. 


Name  of  Company. 

No.  of  years 
scheme  has 
been  in 
operation. 

Capital  in  1915. 
Total  share  and 
loan. 

No.  of  employees 
under  agreement 
for  profit-sharing 
or  co-partnership. 

Amount  divided 
among  employees 
for  year  ending 
December,  1915. 

Amount 
per  cent, 
on  wages. 

Total  profit  to 
employees  since 
scheme  was 
adopted. 

Amount  of  shares 
and  deposits  held 
by  employees  in 
the  company. 
Market  value  on 
December  31st, 
1915  (about). 

South  Metropolitan  (a)  .  . 

26 

£ 

8,505.340 

6,260 

£ 

36,760 

0/ 

/o 

6 

£ 

728,356 

£ 

382^735  § 

South  Suburban  (a) 

22 

1,386,705 

I.OII 

5,017 

5 

61,485 

50,164 

Commercial 

I4i 

2,548,280 

1,264 

6,157* 

5b 

79,238 

64H43 

Chester 

14 

181,414 

93 

546* 

6  b 

4.651 

2,658 

Leamington  Priors 

8 

86,500 

108 

421 

5 

3,079 

3,038 

Wrexham  . . 

8 

141,560 

7° 

343 

7 

2,760 

2,323 

Rugby 

8 

64.254 

45 

199 

5i 

1,820 

— 

Tunbridge  Wells  .  . 

8 

.  178,266 

137 

649* 

6 

4,685 

3,562 

Bournemouth 

7 

892,748 

481 

3,048 

7 

18,314 

19,359 

Cardiff 

6* 

703,014 

339 

1,982 

5b 

8,487 

7.756 

Gloucester . . 

7 

238,762 

”4 

613* 

7b 

3.902 

2,822 

Walker  and  Wallsend 

7i 

266,668 

95 

457* 

4  b 

2,855 

5,866 

Wellingborough  . . 

7 

90,853 

64 

353* 

6 

2,180 

i,563ll 

Tottenham,  etc.  . . 

7i 

1,948,705 

700 

5,891* 

9 

31,424 

25,136 

Croydon  . . 

7 

773,767 

646 

3,H3t 

5b 

15,526 

20,984 

Weston-super-Mare 

7 

167,218 

129 

280 

3 

1,945 

1,481 

Gas  Light  and  Coke 

7 

29,483,228 

9.452 

29,953* 

3i 

258,470 

I74,977n 

Grantham .  . 

6 

106,068 

53 

2 1 1  f 

6 

1,343 

93° 

Cambridge 

6* 

200,824 

182 

989* 

6i 

5,254 

3.88o 

Waterford .  . 

6* 

70,900 

62 

277* 

8 

1,628 

1,151 

Ilford  . 

6 

280,505 

177 

921* 

5i 

4,409 

4,525 

Watford  . . 

5i 

217,677 

no 

453 

4  b 

3,196 

4.070 

Dartford  .  . 

7 

117.346 

4° 

50 

4 

1,265 

984 

Longwood .  . 

5b 

100,244 

40 

I26f 

4 

942 

450  + 

Wandsworth 

5b 

1,263,253 

849 

5,122* 

H 

19,007 

13,696 

Merthyr  Tydfil 

5 

81,253 

33 

115 

4  b 

520 

375 

Plymouth  .  . 

5 

409,017 

334 

835t 

3 

4.550 

4H50 

Liverpool  . . 

4  i 

2,985,124 

1,817 

8,711 

5i 

34.106 

35,156 

Harrow 

4 

333.956 

108 

382 

4 1 

1,687 

99i 

Hertford  . . 

3 

22,609 

18 

89 

6 

289 

135 

Aldershot  . . 

4 

430,387 

173 

596 

4b 

1,858 

975 

Canterbury 

3 

158,884 

79 

245 

4i 

771 

135 

Swansea  .  . 

3b 

441,515 

185 

672* 

4 

1,988 

106 

Redhill . 

2$ 

133,150 

7° 

249* 

4 

425 

20 

Ipswich 

193,783 

210 

821* 

5 

1,622 

1,439} 

Shrewsbury 

H 

166,903 

11 7 

289* 

3f 

682 

339 

Maidenhead 

ib 

107,300 

40 

113* 

4 

113 

159 

Eastbourne 

— 

— 

— 

— 

— 

— 

Totals  for  38  companies  . . 

55, 477.98i 

25,705 

117,048 

1,314,832 

842,284 

(a)  Three  employee  representatives  on  the  Board.  §  Upwards  of  £40,000  Stock  belonging  to  pensioned  employees  and  widows  of  co-partners  has  been 
transferred  to  the  ordinary  share  ledger,  and  is  not  included  in  this  figure.  *  Year  ending  June.  +  Year  ending  March.  0  Including  presentation  stock 
£139  at  commencement  to  old  employees.  ||  Excluding  capital  purchased  outside  the  scheme,  t  Commenced  with  the  gift  of  a  year’s  dividend. 


employees  and  the  company,  that  every  effort  on 
the  part  of  the  management  and  of  the  employees 
will  be  directed  to  the  mutual  advantage  of  all 
the  partners  to  the  business,  the  stockholders,  the 
employees,  and  the  public.” 

New  York  Gas  Co.  Ltd. 

The  Consolidated  Gas  Company  of  New  York, 
U.S.A.,  and  the  affiliated  gas  and  electric  com¬ 
panies — including  those  in  Yonkers,  Westchester, 
Queens,  and  the  Bronx — have  adopted  a  profit- 
sharing  scheme.  All  employees,  other  than  those 


Baltimore  (U.S.A.)  Gas  Company. 

The  Consolidated  Gas,  Electric  Light  and 
Power  Company  of  Baltimore  has  adopted 
several  plans  which,  if  they  do  not  amount  to 
profit-sharing,  yet  have  resulted  in  a  substantial 
number  of  employees  acquiring  an  interest  in  the 
undertaking.  Of  the  employees  225  already  own 
stock  and  750  more  are  depositing  in  a  Savings 
Fund  supervised  by  the  company  for  the  purchase 
of  stock.  The  deposits  bear  interest,  and  each 
employee’s  fund  is  invested  in  common  stock  as 
soon  as  sufficient  money  has  accumulated.  The 


Note. — A  fuller  account  of  co-partnership  in  the  gas  companies  is  given  in  A  Better  Way,  by  Aneurin  Williams,  M.P.,  Hon.  Secretary  of  the  Labour 
Co-partnership  Association 


IO 


scheme  also  includes  consumers,  and  1,700  con¬ 
sumers  are  now  buying  stock  in  the  company, 
and  payihg  for  it  in  monthly  instalments,  with 
their  gas  and  electricity  bills. 

Messrs.  J.,  T.  and  J.  Taylor  Ltd., 

Woollen  Manufacturers,  Batley. 

Mr.  Theodore  C.  Taylor,  M.P.,  introduced  pro¬ 
fit-sharing  into  tnis  business  as  soon  as  he  became 
sole  partner  in  1892,  and  the  scheme  was  made 
applicable  to  all  employees  in  1896.  He  adopted 
the  principle  that  when  labour  and  capital  have 
each  had  their  wages — the  wages  of  capital  being 
fixed  at  5  per  cent,  interest — then  capital  and 
labour  should  share  in  the  remaining  balance  of 
profit  at  the  same  rate  per  cent.  The  value  of 
labour  is  taken  as  its  total  annual  wages. 

Thus  the  first  charge  on  the  profits  is  5  per 
cent,  to  capital,  and  then  for  every  1  per  cent, 
more  that  can  be  paid  to  capital  1  per  cent, 
dividend  on  wages  is  paid  to  labour. 

The  dividend  on  wages  is  paid  in  share  capital, 
which  carries  the  same  rights  to  dividend  and  to 
the  assets  of  the  company  in  case  of  winding  up 
as  ordinary  shares  do,  but  does  not  confer  voting 
power. 

All  workers  who  are  not  less  than  twenty-one 
years  old,  have  been  with  the  company  for  five 
years,  and  own  shares  equal  to  half  a  year’s 
wages,  get  a  double  bonus ;  this  includes  about 
300  of  the  workers. 

This  means  that  if  share  capital  receives  15  per 
cent.,  that  is  10  per  cent,  more  than  the  standard 
5  per  cent.,  then  a  dividend  of  10  per  cent,  would 
be  paid  on  wages,  and  a  further  10  per  cent,  on 
the  wages  of  workers  fulfilling  the  special  con¬ 
ditions. 

More  than  1,300  out  of  1,900  workers  are  co¬ 
partners  ;  they  own  more  than  half  the  capital  of 
the  company,  and  in  their  dual  capacity  as  share¬ 
holders  and  profit-sharers  they  draw  over  two- 
thirds  of  the  profit  of  the  company.  In  the 
twenty-two  years,  1895-1916,  over  ^180,000  has 
been  distributed  to  the  workers  under  this  scheme. 

The  following  table  shows  the  relation  between 
the  dividends  on  shares  and  on  wages  : 

In  respect  of  1895,  two  fully  paid  £1  shares  were  paid 
to  each  of  the  employees  who  had  earned  20s.  per  week  or 
more,  and  one  £1  share  to  the  rest. 


Bonus  on  Wages 

Cash  Dividend 

given  in  the 

on 

shares. 

shape  of  shares. 

For 

1896 

ii% 

3  % 

i  > 

1897 

nil 

nil 

f  ) 

1898 

nil 

nil 

,, 

1899 

9i% 

5  % 

>  J 

1900 

9i% 

5  % 

,, 

1901 

9i% 

5  % 

J  » 

1902 

12  % 

7i% 

y  > 

1903 

12  % 

7i% 

J  t 

1904 

i4i% 

10  % 

y  y 

1905 

j  I4i% 

1  5  %  bonus 

10  % 

5  %  cash  bonus 

y  y 

1906 

I4i% 

10  % 

y  y 

1907 

12  % 

7i% 

yy 

1908 

9i% 

5  % 

1909 

I2j% 

*  7\% 

1910 

I2|% 

*  7i% 

y  y 

1911 

15  % 

*10  o/ 

yy 

1912 

I2i% 

*  7i% 

y  y 

1913 

10  % 

*  5  % 

Cash  Dividend 
on  shares. 
For  1914  i2$% 

'I2z% 


1915 


Bonus  on  Wages 
given  in  the 
shape  of  shares. 


bonus  in 
%  Exchequer 


/o 
5 

Bonds. 


*7i% 


5  % 

7\% 


in  shares 
in  5% 
Exchequer 
Bonds. 


*Double  this  bonus  to  those  not  less  than  21  years  of 
age,  who  had  been  with  the  company  at  least  5  years,  and 
owned  shares  equal  to  half  a  year’s  wages.  For  1915  the 
double  bonus  of  25  %  was  5  %  in  shares  and  20  %  in  5  % 
Exchequer  Bonds. 


Lever  Bros.  Ltd., 

Soap  Manufacturers,  Port  Sunlight. 

The  scheme  provides  for  the  creation  of 
(-£1,000,000  par  value)  Partnership  Certificates, 
which  are  allotted  to  those  who  are  considered 
desirable  partners,  who  are  22  years  of  age,  and 
who  have  been  with  the  firm  for  four  years.  The 
first  distribution  of  Partnership  Certificates  took 
place  in  January,  1909,  for  the  year  1908,  but  the 
scheme  was  dated  from  January  1st,  1901.  There 
are  now  4,153  co-partners.  Each  co-partner  is 
presented  annually  with  so  much  of  this  nominal 
capital  upon  the  recommendation  of  his  foreman 
or  other  superior  officer,  though  there  is  a  right 
of  appeal  from  this  decision.  The  amount  may 
rise  to  25  per  cent,  of  salary  or  wages,  and  aver¬ 
ages  about  per  cent.,  so  that  in  eight  years 
the  average  man  would  accumulate  nominal 
capital  in  the  form  of  Partnership  Certificates 
equal  to  his  annual  wages. 

For  each  class  of  worker  there  is  a  maximum 
holding,  varying  from  two  to  four  times  the 
worker’s  annual  wages.  For  instance,  a  man 
earning  ;£ioo  a  year  could  hold  up  to  £(400  of 
Partnership  Certificates. 

These  Partnership  Certificates  receive  a  rate  of 
interest  per  cent.  5  per  cent,  less  than  that  paid 
on  the  Ordinary  Shares.  If  Ordinary  Shares 
receive  15  per  cent.,  then  Partnership  Certificates 
receive  10  per  cent. 

This  interest  is  now  paid  in  A  Preferred  Ordinary 
Shares  of  the  company,  which  become  the  absolute 
property  of  the  recipient,  who  can  sell  them  at 
once  if  he  desires.  If  they  arecontinuously  retained 
by  the  recipient  they  receive  the  full  rate  of  interest 
of  the  Ordinary  Shares,  which  has  been  15  per 
cent.,  though  now  10  per  cent,  during  the  war. 

It  will  be  seen  that  the  granting  of  Partnership 
Certificates  is  really  a  method  of  allocating  the 
bonus  not  directly  on  the  annual  wages  of  the 
worker,  but  on  his  wages  past  as  well  as  present, 
so  that  length  of  service  up  to  twenty-four  years 
or  more  obtains  increasing  recognition,  and  each 
year’s  service  is  multiplied  by  a  factor  (averaging 
12^-  per  cent.)  which  represents  partly  the 
prosperity  of  the  business,  but  chiefly  the  opinion 
held  by  the  company  of  the  value  of  the  particular 
man’s  services. 

The  Partnership  Certificates  therefore  lapse 
entirely  when  an  employee  leaves  the  business,  as 
they  have  no  intrinsic  value.  But  when  a  worker 
retires  after  a  certain  age,  he  is  granted  5  per 
cent.  Preferential  Certificates,  equal  in  amount  to 
ten  times  the  average  dividend  on  Partnership 
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Certificates  which  he  has  received  for  the  previous 
three  years.  These  Preferential  Certificates  re¬ 
main  the  property  of  the  worker  or  his  widow 
(not  re-married)  during  the  remainder  of  their 
lives,  and  form  a  pension  apart  from  and  in 
addition  to  any  pension  payable  under  the 
Employees’  Benefit  Fund. 


Year. 

No.  of  Co¬ 
partners. 

Total  number  of 
Certificates. 

Rate  of 
dividend  on 
Ordinary 
Certificates. 

Total 

Dividends* 
on  Certificates. 

1909 

1,047 

116,064 

% 

7i 

f 

8,262 

1910 

IA39 

2x5,248 

10 

19,753 

1911 

i,784 

307,886 

10 

28,708 

1912 

1,906 

350,216 

10 

32,274 

1913 

2,017 

402,332 

10 

37,376 

1914 

2,794 

442,695 

5 

19,952 

1915 

3,490 

509,213 

5 

24.154 

1916 

4A53t 

610,213 

5 

29,120 

*  Does  not  include  additional  dividend  on  “  A  ”  Pre¬ 
ferred  Ordinary  Shares  in  which  co-partners  have  invested 
their  Certificate  Dividends. 

f  At  November  9th. 

Maison  Leclaire, 

Painters  and  Decorators,  Paris. 

Leclaire  started  business  in  1827,  and  his  first 
scheme  of  profit-sharing  dates  from  1838,  but  the 
present  scheme  was  inaugurated  in  1863.  The 
central  body  of  the  business  is  the  Society  of 
Mutual  Help,  which  is  a  sleeping  partner,  and 
consists  of  all  the  fully-competent  employees.  In 
1912  it  consisted  of  1,306  members,  and  its 
capital  was  ^167,500  invested  in  the  business. 
This  “  Mutual  ”  elects  the  managing  partners, 
who  have  all  the  powers  and  responsibilities  of 
partners  in  a  private  firm.  It  also  elects  a  Con¬ 
ciliation  Committee,  and  has  other  duties, 
especially  the  care  of  apprentices ;  it  arranges  for 
medical  service,  invalid  pay,  and  pensions  for  its 
members,  their  wives  or  orphans,  but  it  also  pro¬ 
vides  these  in  a  lesser  degree  for  those  employees 
wTho  are  not  members.  In  19x2  the  sum  of 
^9,674  was  paid  out  of  the  fund  to  some  230 
people  in  these  ways. 

The  profits  of  the  business  are  distributed  as 
follows  : 

(a)  15  per  cent,  to  the  managers. 

( b )  35  per  cent,  to  the  Provident  and  Mutual 

Help  Societies. 

(c)  50  per  cent,  to  the  employees  according  to 

their  wages  and  salaries. 

From  the  commencement  of  the  scheme  up  to 
1912,  the  workers  have  received  altogether 
^328,029,  and  the  Mutual  ^180,733. 

Godin’s  Iron  Foundry  at  Guise. 

Godin  was  the  son  of  a  French  village  smith, 
who  started  work  at  his  father’s  forge  at  the  age 
of  eleven.  In  1834,  when  seventeen,  he  toured 
France  as  a  worker,  and  learned  the  social  ideas 
of  the  period,  and  came  face  to  face  with  the 
common  destitution  of  the  workman.  In  1840, 
receiving  ^160  from  his  father,  he  started  in 
business  for  himself  as  a  manufacturer  of  stoves, 
and  in  1846  removed  to  Guise,  with  some  thirty 


workmen.  He  studied  the  theories  of  Saint 
Simon,  Owen,  Cabet  and  Fourier,  and  from 
Fourier’s  Theory  of  Universal  Unity  he  learned 
the  idea  that  social  regeneration  should  be 
founded  on  the  association  or  partnership  of 
capital,  labour,  and  ability.  Godin  finally  put  to 
himself  the  problem  how  to  improve  the  life  of  the 
worker  and  thereby  increase  his  value  as  a  worker 
and  as  a  citizen.  The  conclusion  he  came  to  was 
that  it  must  be  done  by  improved  housing  and  a 
better  organization  of  all  those  services  of  pro¬ 
duction,  trade,  supply,  education  and  recreation 
which  make  up  the  life  of  the  worker.  It  was  not 
until  1859,  however,  that  he  started  building  the 
Familist&re,  and  his  system  of  profit-sharing  was 
not  fully  worked  out  until  1880. 

Godin  arranged  for  the  business  to  belong  to 
the  workers  in  its  employ,  and  be  managed  by 
them,  but  he  was  careful  to  bring  to  the  direction 
of  the  enterprise  only  those  whose  minds,  if  not 
specially  trained,  were  at  least  ripened  by  experi¬ 
ence.  He  divided  the  workers  into  four  classes  : 

(1)  The  helpers  (auxiliaries)  who  are  new  or 
temporary  workers.  These  benefit  only  by 
insurance,  and  possibly  a  pension. 

(2)  The  profit-sharers  (participants)  who  receive 
a  share  in  the  profits  in  proportion  to  wages. 

(3)  The  associates  (societaires)  who  receive  at 
the  rate  of  a  share  and  a  half. 

(4)  The  first-class  members  or  partners 
(associds)  who  receive  at  the  rate  of  two  shares. 

First-class  members  who  live  in  the  Familist6re 
form  the  general  meeting,  which  has  to  be  con¬ 
sulted  for  all  important  matters.  The  general 
meeting  appoints  the  Committee  of  Supervision, 
and  elects  three  of  its  members  to  the  Committee 
of  Management,  and  also  appoints  a  new 
managing  director  when  necessary.  The  Com¬ 
mittee  of  Management  consists  of  the  managing 
director,  the  three  elected  members,  and  ten  heads 
of  departments. 

Before  the  war  over  2,700  people  were 
employed  :  the  capital  had  grown  to  ^242,000, 
and  was  owned  entirely  by  the  employees 
(including  some  ex-employees  who  had  not  yet 
been  paid  out).  In  1911  the  sales  were  ^340,000, 
and  the  wages  paid  exceeded  ^144,000. 

The  method  of  dividing  the  profits  is  fixed  by 
the  rules  of  the  Society.  The  first  charge  upon 
the  gross  profits,  before  any  dividend  is  appor¬ 
tioned,  are  the  amounts  for  : 

(1)  Depreciation  of  buildings  and  raw  material. 

(2)  Votes  to  the  various  mutual  insurance  funds. 

(3)  The  expenses  of  education. 

(4)  The  interest  payable  to  the  owners  of 
Saving  Certificates  (or  as  we  should  say,  Accumu¬ 
lated  Shares). 

What  remains  constitutes  the  net  profits,  and 
is  divided  as  follows  : 

(a)  75  Per  cent,  of  it  as  dividend  upon  the 

wages  of  labour  and  the  wages  (or 
interest)  of  capital. 

(b)  25  per  cent,  of  it  as  the  reward  of  ability 

4  per  cent,  going  to  the  managing 
director,  and  16  per  cent,  to  the  Com¬ 
mittee  of  Management. 


In  this  way  the  partnership  of  capital,  labour, 
and  ability  is  realized.  The  following-  table  shows 
the  results  of  the  thirty-three  years  from  1879  to 
1911.  The  amounts  apportioned  to  the  four 
different  classes  of  workers  into  which  the 
employees  are  divided  are  shown,  and  the  amounts 
apportioned  to  ability  : 

Total  apportionment  of  the  75  %  of  the  profits  divided 


upon  wages  and  upon  the  interest  of  capital : 

£ 

To  first  class  members..  ..  ..  ..  115,450 

To  associates  ..  ..  ..  ..  ..  56,424 

To  profit  sharers. .  ..  ..  ..  ..  96,765 

To  helpers  (through  Insurance  Funds)  . .  62,978 

To  reserve  savings  . .  . .  . .  . .  18,935 


Total  on  wages  ..  ..  ..  ..  ..  350,552 

Total  on  interest  ..  ..  ..  ..  33,376 


Total  apportionment  of  the  25%  of  the  profits  allotted 
to  ability : 


To  managing  director  . .  . .  . .  . .  28,948 

To  Committee  of  Management  and  the  Super¬ 
vising  Committee  . .  . .  . .  . .  65,724 

Balance  of  the  16  per  cent,  allotted  to  Com¬ 
mittee  of  Management  ..  ..  ..  18,499 

Maintenance  of  pupils  in  the  Government 

Schools  . .  . .  . .  . .  . .  4>277 

Rewards  for  useful  inventions . .  ..  ..  10,528 


Total  to  ability  . .  . .  . .  . .  . .  127,976 


Grand  total  disbursement  . .  £511,904 


N.  O.  Nelson  Manufacturing  Co., 

St.  Louis,  Missouri,  U.S.A. 

Mr.  N.  O.  Nelson  built  up  this  business,  which 
manufactures  brass,  lead  and  iron  pipes  and 
plumber’s  goods,  as  well  as  belting,  steam  pumps, 
engines  and  boilers,  and  now  the  capital  is 
^368,000,  and  there  are  1,200  employees.  In 
1912  goods  were  sold  to  the  value  of  £^800,000, 
and  a  profit  made  of  ^126,297. 

Mr.  Nelson  started  sharing  profits  with  his 
employees  for  the  year  1886  on  the  basis  of  paying 
7  per  cent,  interest  on  capital  first,  and  then 
dividing  the  surplus  proportionally  on  the  total 
capital  and  the  total  wages  for  the  year.  One 
hundred  and  fifty  workers  participated,  and  more 
than  100  chose  to  leave  their  dividends  in  the 
business.  Next  year  it  was  arranged  that  of  the 
surplus,  after  paying  7  per  cent,  interest  on 
capital,  10  per  cent,  should  go  to  a  Provident 
Fund  administered  by  a  committee  of  employees, 
10  per  cent,  to  an  Interest  Reserve  Fund,  and 
2  per  cent,  to  a  Library  Fund.  It  was  also 
arranged  that  those  who  had  invested  their 
dividends  should  receive  a  dividend  on  wages  at  a 
rate  of  one  and  a  quarter.  The  ordinary  dividend 
on  wages  was  5  per  cent,  in  1886,  8  per  cent,  in 
1887,  and  6  per  cent,  in  1888. 

In  1905  the  customers  were  taken  into  partner¬ 
ship  as  well  as  the  employees,  and  the  scheme 
became  as  follows  :  Interest  on  share  capital 
6  per  cent.,  provision  for  depreciation  and  for 
reserve,  but  no  interest  on  the  Reserve  Fund. 
The  remaining  profit  was  divided  in  the  propor¬ 
tion  of  1  per  cent,  on  wages  and  salaries  to  per 


|  cent,  on  the  gross  profit  which  the  company  had 
realized  upon  the  purchases  of  its  customers. 
(Since  19x2  the  proportions  have  been  made 
equal.)  Both  the  dividends  are  paid  in  shares  in 
the  company’s  capital. 


DIVIDENDS,  I905-I912. 

Workers.  Customers. 


1905 

15 

25 

1906 

25 

45 

1907 

30 

45 

1908 

20 

30 

1909 

20 

30 

1910 

10 

15 

1911 

10 

15 

1912 

15 

15 

Total  Amounts 

£90,000 

£105,000 

From  1905-1911  the  Provident  Fund  also 
received  ^2,850.  Of  the  1,200  employees  800 
are  stock-holders,  owning  ^80,000,  and  the 
employees  and  customers  together  own  about  two- 
thirds  of  the  capital  and  reserve,  that  is  ^246,000. 

In  1890  the  company  acquired  125  acres  of  land 
eighteen  miles  outside  St  Louis.  Here  a  model 
village,  called  Leclaire,  has  been  built,  where  the 
workmen  own  their  own  houses,  and  sickness  and 
the  death-rate  have  been  reduced  to  figures  almost 
incredibly  lower  than  those  prevailing  in  other 
American  industrial  districts. 

Procter  &  Gamble, 

Soap  Manufacturers,  U.S.A. 

This  American  firm,  with  businesses  at 
Cincinnati,  New  York,  Ohio,  Kansas  City,  etc., 
is  one  of  the  oldest  (founded  1837)  and  largest 
makers  of  soap,  candles,  and  glycerine  in  U.S.A. 
In  1913  its  capital  was  ^2,850,000,  and  it  em¬ 
ployed  2,500  workers,  mostly  unskilled. 

Not  being  satisfied  with  the  existing  relations 
between  the  firm  and  its  employees,  the  firm 
started  profit-sharing  for  1887.  Though  the 
bonuses  were  large,  many  workers  seemed  un¬ 
affected,  so  in  1889  they  were  grouped  by  merit 
into  four  classes,  three  receiving  bonuses  in  ratio 
of  four,  two  and  one,  and  the  lowest  class  receiv¬ 
ing  nothing.  This  rapidly  had  the  desired  effect 
of  getting  everybody  interested.  The  business 
was  incorporated  in  1890,  and  this  classification 
was  given  up,  and  all  workers  earning  not  more 
than  ^300  a  year  received  the  same  dividend  on 
wages  as  the  common  stock  earned,  and  were 
encouraged  to  use  this  to  purchase  stock.  Few, 
however,  took  up  stock,  and  it  was  felt  that  most 
workers  began  to  look  on  the  dividend  as  part  of 
their  salary  or  wages,  and  therefore  in  1903  the 
company  made  the  scheme  for  profit-sharing 
dependent  on  stock-ownership. 

The  plan  requires  that  an  employee  to  be 
eligible  for  a  profit-sharing  dividend  must  own 
common  stock  >of  the  company  equal  to  a  year’s 
earnings.  If  the  employee  does  not  own  this 
amount  of  stock,  the  company  will  buy  it  for  him, 
but  the  employee  must  pay  2\  per  cent,  of  the  cost 
at  the  time  of  purchase,  and  not  less  than  4  per 
cent,  more  each  year  until  the  purchase  is  com¬ 
pleted.  The  stock  is  held  meanwhile  by  trustees, 
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and  interest  is  charged  at  3  per  cent,  on  the 
unpaid  balance. 

The  company  places  to  the  credit  of  the  em¬ 
ployee’s  purchase  account  annually  (1)  all 
dividends  on  the  stock  and  (2)  a  bonus  paid  on 
the  wages  he  has  earned  during  the  year.  This 
bonus  was  originally  12  per  cent.,  that  being  the 
dividend  paid  on  the  common  stock  of  the  com¬ 
pany.  but  as  this  rose  to  16  per  cent,  in  1913,  so 
the  bonus  on  wages  was  raised  to  16  per  cent.  also. 

Employees  of  five  and  ten  years’  service  may 
increase  their  purchase  of  stock  to  one  and  a 
quarter  and  one  and  a  half  times  their  annual 
wages,  and  then  they  receive  correspondingly  in¬ 
creased  bonuses  on  their  wages  of  20  per  cent,  and 
24  per  cent.,  instead  of  16  per  cent.  This  plan 
works  out  so  that  an  employee  subscribing  for 
£200  worth  of  stock  becomes  the  absolute  owner 
of  it  in  about  four  years.  The  employees  in  1913 
owned  ,£330,000  stock,  about  one-ninth  of  the 
whole. 

Municipal  Profit-sharing. 

Stafford  Corporation. 

The  first  profit-sharing  scheme  in  connection 
with  municipally-owned  services  was  that  of  the 
gas  and  electricity  department  of  the  Stafford 
Corporation,  which  was  started  in  1900.  The 
scheme  provides  that : 

(1)  When  the  total  cost  of  manufacture  and 
distribution  of  gas  shall  be  less  than  nd.  per 
1,000  c.  ft.  of  gas  sold,  a  bonus  equal  to  one-fourth 
of  the  difference  between  this  sum  and  the  actual 
cost  shall  be  divided  among  the  workmen  and 
staff  who  have  been  employed  in  the  gas  depart¬ 
ment  for  not  less  than  three  months  during  the 
year  in  which  the  bonus  has  been  earned. 

(2)  In  any  year  where  special  charges  (such  as 
main-laying  operations)  have  been  charged  against 
revenue  instead  of  debiting  the  same  to  capital 
account,  the  amount  of  such  (correctly  speaking) 
capital  charges  be  deducted  from  the  true  manu¬ 
facturing  and  distributing  charges,  in  addition  to 
the  net  cost  of  coal,  rates,  and  taxes,  deprecia¬ 
tion,  and  depreciation  on  cookers,  etc.  ;  and  that 
effect  be  also  given  to  the  profit  of  gas-fittings. 

The  bonus  for  1916  was  worked  out  as  follows  : 

Pence  per 
1,000  cubic 
feet  sold. 

Total  working  expenses .  11.848 

Less  rates  and  taxes  and  district  fund  propor¬ 
tion  of  salaries  ..  ..  . .  1.808 


10.040 

Less  profit  on  fittings  . .  . .  . .  . .  0.256 

9.784 

Less  capital  charges  charged  to  revenue  account  2.883 

6.901 

The  bonus  was,  therefore,  one-fourth  of  the 
difference  between  6-9oid.  and  nd.  of  4-9099d., 
which  equals  1.023d.  per  1,000  c.  ft.  sold.  This 
amounted  to  £1,066;  and  this  bonus  was  equal 
to  11.679  Per  cent,  on  the  wages  paid. 

The  following  table  shows  the  progress  of  the 
scheme  in  the  gas  department : 


AMOUNTS  DISTRIBUTED  AS  DIVIDEND  ON  WAGES. 


Per  cent. 
Amount.  on  wages. 


1900 

^185  equal 

to  4.25 

1901 

59 

,  ** 

1. 1 

1902 

nil 

9 9 

— 

1903 

183 

• 

*  t 

3-5 

1904 

,  298 

>* 

5 

1905 

387 

,, 

7 

1906 

448 

>  > 

7-5 

1907 

436 

>  1 

7-5 

1908 

518 

t » 

9- 

1909 

368 

6-3 

1910 

548 

»» 

9.25 

1911 

644 

)  9 

10.55 

1912 

743 

)  t 

11. 2 

1913 

802 

9'9 

10 

1914 

975 

9  1 

10.34 

1915 

988 

f  9 

10.98 

1916 

•  • 

• . 

1,066 

9  9 

11.68 

The  dividend  on  wages  is  somewhat  higher  in 
the  electricity  department,  having  been  15  per 
cent,  in  1915,  when  £173  was  divided  among 
fifteen  employees. 

Burton-on-Trent  Municipality. 

Burton-on-Trent  Municipality  adopted  a  scheme 
of  profit-sharing  in  1914.  The  employees  (215) 
in  the  gas  department  received  2\  per  cent,  in 
1915,  and  4^  per  cent,  in  1916,  dividend  on 
wages,  and  in  the  electricity  department  6J  per 
cent,  in  1915. 

Belfast  Municipality. 

Belfast  Municipality  introduced  a  profit-sharing 
scheme  into  their  tramway  department,  which 
was  in  force  during  1912.  This  was  distributed 
not  in  proportion  to  wages,  but  equally  to  every 
employee  as  an  even  bonus  of  about  £4  per  head- 
Unfortunately  it  was  found  that  the  Corporation 
had  no  legal  right  to  make  the  payment,  and 
owing  to  the  war,  it  has  been  impossible  to  bring 
the  matter  before  Parliament  and  get  the  law 
changed.  In  any  case,  there  seems  to  be  no  legal 
power,  apart  from  any  private  Act  of  Parliament, 
for  a  municipality  to  accumulate  in  any  form  of 
loan  capital  the  dividend  on  wages  allotted  to  its 
employees 

Borough  of  Poplar. 

The  Metropolitan  Borough  of  Poplar  has  had 
a  scheme  of  profit-sharing  in  operation  for  two 
years  in  its  electricity  department,  and  the 
manager  states  that  it  has  worked  “  with  results 
satisfactory  to  both  sides.”  Under  the  scheme  a 
fund  is  formed  by  taking  20  per  cent,  of  the  final 
divisible  profits  up  to  £6, 000,  and  10  per  cent,  of 
all  above  £6,000. 

This  fund  is  distributed  as  follows  : 

One-quarter  to  the  chief  engineer  and  manager. 

One-eighth  to  the  assistant  manager. 

One-eighth  in  equal  proportions  to  the  station 
and  mains  engineer  and  sales  manager. 

One-half  to  the  junior  officers  and  workm.en  in 
the  generating  and  distributing  departments,  pro 
rata  to  the  wages  and  salaries  paid  in  the  year 
in  which  the  bonus  is  earned. 

For  the  year  ending  March,  1916,  the  amount 
of  the  divisible  profits  was  ££>,622.  The  sum 


available  for  dividend  on  wages  and  salaries  was 
therefore  20  per  cent,  of  £6,000  and  10  per  cent, 
of  £ 622 ,  making  ,£1,262  altogether.  The  chief 
officers  got  ^632  between  them,  and  the  other 
employees  an  equal  sum.  This  gave  a  dividend 
on  wages  of  5.6  per  cent.,  or  about  three  weeks’ 
wages.  The  General  Manager,  taking  note  o'f  the 
losses  made  by  similar  undertakings  in  adjacent 
boroughs  owing  to  the  difficulties  of  war-time, 
attributes  the  success  at  Poplar  to  the  “  individual 
interest  taken  by  the  staff  in  the  working  of  the 
^  undertaking.” 

William  Thomson  &  Sons  Ltd., 

4  Woollen  and  Worsted  Manufacturers, 

Huddersfield. 

This  private  business  was  changed  in  1886  by 
the  owner,  Mr.  George  Thomson,  into  a  society 
under  the  Industrial  and  Provident  Societies  Act. 
The  assets  then  were  about  ^39,500,  and  that 
sum  as  the  purchase  price  was  paid  partly  in 
shares,  but  mostly  in  5  per  cent,  loans. 

By  the  rules  Mr.  G.  Thomson  became  general 
manager  for  life,  subject  to  removal  only  by  an 
adverse  vote  of  five-sixths  of  all  the  members,  and 
took  the  right  of  naming  his  successor.  In  later 
years,  1891-3,  Mr.  Thomson  has  offered  to  reduce 
greatly  the  necessary  five-sixths  majority  neces¬ 
sary  for  his  removal,  and  to  give  up  much  of 
his  power ;  the  members  have  not  accepted 
either  proposition,  but  on  the  contrary  they  have 
shown  the  value  they  attach  to  his  services  by  rais¬ 
ing  very  considerably  his  initial  salary  of  ^500. 

Provision  is  made  for  payment  of  interest  on 
loans,  regular  depreciation,  and  a  cumulative 
dividend  on  shares  limited  to  5  per  cent.  Out  of 
the  balance  10  per  cent,  is  used  to  form  a  Reserve 
Fund  up  to  a  certain  maximum,  and  the  Com¬ 
mittee  have  power  to  form  an  Assurance  and 
Pension  Fund  in  accordance  with  certain  regula¬ 
tions.  The  remaining  profits  are  divided  equally 
between  the  employees  and  the  customers  as  a 
dividend  on  wages  and  a  dividend  on  purchases. 

The  portion  allotted  to  the  employees  is  given 
in  the  form  of  shares.  The  shareholders  have 
always  received  their  5  per  cent.,  and  on  several 
occasions,  in  years  in  which  the  profits  did  not 
suffice  to  pay  this  in  full,  the  employees  volun¬ 
tarily  made  good  the  deficiency  out  of  their  wages, 
the  sums  thus  given  up  amounting  to  ^1,400. 
This  was  repaid  to  the  workers  in  1912.  The 
Board  of  Trade  Report  (1912)  comments  :  “  It 
would  appear  that  the  position  occupied  by  the 
workpeople  of  William  Thomson  &  Sons  Ltd.  is 
£  of  such  a  nature  that  they  identify  themselves  to 

a  remarkable  extent  with  the  interests  of  the 
„  business.” 

The  Committee,  whose  functions  are  mainly 
^  consultative,  consists  of  Mr.  Thomson  as 

President,  three  workers,  three  representatives  of 
shareholding  co-operative  societies,  a  representa¬ 
tive  of  the  Huddersfield  Trades  Council,  and  the 
Secretary  of  the  Weavers’  Association.  Of  the 
total  share  capital,  .£14,866  in  1916,  the  employees 
(120)  held  £4,078,  all  having  some  holding.  Since 
1893  a  48-hour  week  has  been  worked,  and  only 
time-wages  paid. 


From  1886  to  1899  the  annual  trade  varied  from 
£22,700  to  £31,000,  but  by  that  time  the 
workers  had  received  in  the  form  of  shares 
£2,443  as  dividend  on  their  earnings,  and  the 
capital  had  increased  to  £26,600.  From  1907 
the  Society  has  made  continued  progress,  as 
shown  in  the  table  given  below.  In  1916  its 
capital  was  £39,025,  including  a  reserve  of 
£3,913  :  ^  employed  120  workers,  whose  wages 
amounted  to  £11,011. 

Dividend  on  Wages. 

Rate 


Trade. 

Profit. 

Amount. 

per  £. 

1907 

••  £32,5'7 

..  £2,021 

.  .  £260 

I/- 

1908 

.  .  30,604 

. .  i,68r 

.  -•  "264 

I/- 

1909 

••  39,835 

. .  2,89.5 

..491 

1/6 

1910 

•  •  44-873 

••  3,132 

..  8 18 

2/- 

1911 

.  .  46,932 

•  •  3,677 

842 

2/- 

1912 

..  49,138 

•  •  3,942 

870  -  . . 

2/- 

1913 

••  51,556 

•  •  4,599 

870* 

2/- 

1914 

.  .  42,440 

•  •  2,567 

— 

— 

1915 

..  71,366 

•  •  2,326 

. .  895 

2/* 

1916 

..  59,889 

34 

. .  — 

*  In  this  year  £1,240  was  repaid  to  the  workers  which 
had  been  voluntarily  subscribed  by  them  in  previous  years 
in  order  that  full  interest  should  be  paid  on  share  capital, 
even  though  profits  were  not  sufficient. 

Sir  W.  G.  Armstrong,  Whitworth  & 

Co.  Ltd. 

Some  years  previous  to  1874  Sir  Joseph 
Whitworth,  who  was  a  manufacturing  engineer 
in  Manchester,  “  told  his  own  workmen  that  if 
they  liked  to  invest  part  of  their  wages  in  the 
firm  he  would  be  their  savings  bank,  and  would 
give  them  the  same  dividend  that  he  himself  got 
on  his  own  capital.”  This  arrangement  was  con¬ 
tinued  when  the  business  was  turned  into  a 
company  in  1888.  The  interest  was  credited  to 
each  depositor’s  account,  and  this  or  deposits 
might  be  withdrawn  at  three  to  fourteen  days’ 
notice  with  interest  at  4  per  cent.  In  1896  the 
business  became  part  of  Sir  W.  G.  Armstrong, 
Whitworth  &  Co.  Ltd.,  and  the  scheme  was 
modified  somewhat,  but  made  applicable  to  all 
employees  of  the  amalgamated  company.  Deposits 
of  not  less  than  is.  and  not  more  than  £1  of  the 
“  depositor’s  weekly  wage  are  received  from  per¬ 
sons  in  the  employ  of  the  company  each  week, 
the  maximum  amount  which  may  be  deposited 
being  £200 ;  in  the  case  of  officials  paid  quarterly 
these  limits  are  raised  to  £ 2  a  week,  and  £400 
respectively.  The  directors,  however,  reserve  the 
right  of  fixing  a  limit  to  the  total  amount  which 
will  be  received.  The  deposits  carry  a  fixed 
interest  of  4  per  cent.,  and,  in  addition,  a  bonus 
is  declared  each  year  equal  to  half  the  difference 
between  this  fixed  rate  and  the  dividend  payable 
on  the  shares  of  the  company,  but  so  that  interest 
and  bonus  together  shall  not  in  any  case  exceed 
10  per  cent.  Interest  and  bonus  are  added  to 
depositors’  accounts,  unless  they  give  notice  to 
withdraw  in  cash.  Deposits  can  be  withdrawn  up 
to  one-half  on  seven  days’  notice,  or  the  whole  on 
fourteen  days’  notice  :  under  special  circumstances 
no  notice  is  required.  Persons  leaving  the  em¬ 
ploy  of  the  company  will  be  repaid  their  deposits 
at  the  end  of  fourteen  days.  The  bonus  paid  to 
the  employee-depositors  ( i.e .,  the  excess  over  the 
fixed  minimum  of  4  per  cent,  which  they  have 


IS 


received  in  respect  of  their  deposits)  has,  taking 
an  average  of  the  last  eight  years,  constituted  an 
addition  to  their  wages  at  the  rate  of  2.6  per 
cent.”  The  amount  of  these  investments  was 
^124,306  in  1901;  £195,500  in  1905;  £237,852 
in  1910;  and  £356,652  in  1915.  Before  the 
war  the  firm  employed  about  25,000  workmen, 
and  63,443  at  the  end  of  1915.  At  the  latter  date 
there  were  6,911  depositors,  including  840 
women. 

Clarke,  Nicholls  &  Coombs  Ltd., 

Sweet  Manufacturers,  London. 

Messrs.  Clarke,  Nicholls  &  Coombs  Ltd.  have 
successfully  worked  an  interesting  profit-sharing 
scheme  for  twenty-six  years.  The  business  was 
founded  in  1872,  and  became  a  limited  liability 
company  in  1887.  In  1890  the  shareholders 
sanctioned  a  scheme  of  profit-sharing  with  their 
workpeople.  After  paying  the  ordinary  share¬ 
holders  6  per  cent,  on  their  capital,  the  surplus 
profits  are  divided  in  equal  proportions  between 
the  workpeople  and  the  shareholders.  Under  this 
scheme  the  dividends  to  the  shareholders  have 
been  increased  substantially,  and  the  following 
figures  show  the  result  in  recent  years  as  to 
dividends  on  wages  : 


Dividend  on  Wages. 
Percentage  Total 

on  Wages.  Amount. 


For  1890 

— 

£1,400 

„  1895 

— 

2,760 

,.  1900 

— 

9,5°° 

„  1905 

— 

12,000 

„  1910 

— 

9,5°° 

..  1911 

— 

13.250 

„  1912 

n% 

10,000 

„  1913 

15% 

14.500 

„  1914 

10% 

9.5oo 

„  1915 

12% 

12,000 

For  the  twenty-six  years  the  total  is  over 
£218,000,  giving  a  yearly  average  bonus  on  wages 
of  about  1 3  per  cent.  All  who  have  worked  one  year 
participate  in  the  profit,  whilst  the  profit  accruing 
on  the  wages  of  those  who  have  not  worked  one 
year  and  fulfilled  other  necessary  conditions  is 
carried  to  a  Provident  or  Superannuation  Fund. 
This  Superannuation  Fund  became  available  in 
1915  for  those  who  have  served  the  company  for 
twenty-five  years,  and  stands  at  more  than 
£40,000.  During  the  busy  season  over  3,000 


workers  are  employed.  The  bonus  is  given  in 
cash,  but  every  encouragement  is  given  to  the 
workpeople  to  acquire  shares,  and  their  holding 
is  considerable. 

The  Home  and  Colonial  Stores  Ltd., 

Retail  Provision  Merchants,  London. 

This  company  adopted  a  scheme  of  profit- 
sharing  for  the  year  ending  December,  1914.  An 
amount  equal  to  the  dividend  paid  on  the  “  A  ” 
ordinary  shares,  whose  total  is  £100,000,  is  set 
aside  for  a  cash  dividend  on  wages.  This  is 
distributed  pro  rata  to  wages  and  salaries  to  every 
employee  at  the  branches,  from  the  manager  to 
the  errand  boy.  For  1914  a  sum  of  £25,000  was 
so  distributed,  and  for  1915  the  amount  was 
£30,000.  There  are  between  3,500  and  4,000 
employees. 

E.  S.  &  A.  Robinson  Ltd., 

Stationers  and  Printers,  Bristol. 

Messrs.  E.  S.  &  A.  Robinson  started  profit- 
sharing  in  1912. 

The  details  of  the  method  of  arriving  at  the 
share  of  profits  accruing  to  the  workers  is  not 
made  public,  but  the  results  are  seen  in  the  figures 
of  the  four  distributions  which  have  now  taken 
place,  the  share  of  profits  being  paid  in  cash  : 

Number  participating.  Approximate  amounts. 


1913 

1.357  ••• 

2  J  weeks’ wages  or  5  % 

*914 

1,561 

>> 

..  5  % 

1915 

1,677 

3i  ff 

,.  7  % 

1916 

1.725 

3l 

»,  l\°/a 

The  firm  has  a  deposit  scheme  which  allows 
workers  who  have  given  two  years’  service  to  de¬ 
posit  sums  of  is.  or  more  up  to  an  amount  in  a  year 
not  above  a  quarter  of  their  earnings.  This  deposit 
receives  a  guaranteed  interest  of  4  per  cent.,  with 
a  fluctuating  addition  depending  on  the  prosperity 
of  the  business,  which  could  bring  it  up  to  10  per 
cent.  Some  £20,000  has  been  saved  under  this 
scheme,  of  which  over  £3,000  has  been  invested 
in  war  loans.  There  are  about  700  depositors. 


In  addition  to  these  examples  of  profit-sharing 
information  as  to  all  the  then  known  British 
instances  is  to  be  found  in  the  Board  of  Trade 
Reports  of  1894  [Cd.  7458]  and  1912  [Cd.  6496]. 
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